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ZIMBABWE: KEY ECONOMIC INDICATORS 


Money values converted into U.S.$ millions at 2$1 US 1.45 (1981) 
Z2$1 US 1.32 (1982) 
Z2$1 US .99 (1983) 


% Change** 
1981 1982 1983 82-83 


INCOME, PRODUCTION, EMPLOYMENT 


Gross National Product (GNP) at 

Current Prices 6,183 
GNP at Constant 1969 Prices 2 Sma 
Per Capita GNP, Current Prices 829 
Population - 000 7,600 
Gross Fixed Capital Formation 1,162 
Indices (1964 = 100) 

Gross Output of Commercial Farms 198 

Volume of Mineral Production 172 

Volume of Manufacturing 

Production 255 

Employment (excluding traditional 

agriculture) - 000 1,038 


GOVERNMENT FINANCE, MONEY, PRICES 


Expenditure (including repayment 

of borrowing) 2,278 
Revenue (including aid grants) 1,979 
Money Supply (M1) 985 
Money Supply (M2) 1,501 
Indices (1964 = 100) 

Retail Trade (1965 = 100) 915 

Consumer Price (average for year) 361 
Interest Rate (minimum overdraft) z3 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 300 310 203 
Of which held by Reserve Bank 239 240 175 
External Government Debt 745 1,056 977 
Exports, FOR 1,451 1,312 1,154 
To U.S. 101 84 61* 
Imports, FOB 1,534 1,472 1,070 
From U.S. 108 137 - 
Balance on Current Account -636 -709 -460 1 
Balance on Capital Account 450 611 68 -8 


i 
rh 
UWA WWIWD > 
e e e e e e & e e 


HU Hm tm & OM 


NOTES: Figures on government expenditure and revenue are based on the 
fiscal year beginning July l. 


*Source: Monthly supplement to the Digest of Statistics, April/May 
1984 based on Jan.-Oct. figures 


** - % change based on Z2$, to eliminate effect of exchange rate 
fluctuations. 





SUMMARY 


Zimbabwe's economy, buffeted by a third consecutive year of drought 
and a severe foreign exchange shortage, declined an estimated five 
percent in real GNP in 1983. This follows a drop of over six percent 
in 19€2. Agriculture production fell by about 15 percent. Mining, 
hit by continued weak world mineral prices, dropped three percent. 
Manufacturing also declined by three percent, and the retail and 
construction sectors experienced their weakest year since 
independence. while stronger world mineral prices and increased 
exports by manufacturers could benefit those sectors, broad-based 
improvement in the economy will depend on good harvests in 1985. 


Year-end to year-end inflation in 1983 was about 18 percent, due 
primarily to cuts in government food subsidies and the depreciation of 
the Zimbabwe dollar. Employment remained stagnant at just over one 
million jobs, while wages increased marginally and purchasing power 
dropped. A shortage of skilled workers persists, particularly in the 
Government where salaries lag behind those in the private sector. The 
most critical problem affecting the economy, however, is the lack of 
foreign currency. Foreign exchange allocations to industry and 
commerce have declined 60 percent in real terms since independence. 
This restraint has reduced imports of badly-needed raw materials, 
spare parts, and efficient machinery with which to modernize 
Zimbabwe's aging capital stock. 


If Zimbabwe's economy is to resume the growth it enjoyed in 1981-82, 
it will be necessary to resolve current valance of payment problems 
and align government expenditures with current revenue. Foreign 
exchange difficulties--which include a balance of payments deficit, a 
debt service ratio exceeding 25 percent and reduced allocations of 
foreign exchange for vital imports-will be exacerbated in 1984-85 by 
the need to import up to 400,000 tons of maize and wheat. The 
Government's measures in March, 1984, to suspend outflows of profits 
and dividends on pre-1979 investments may ease the problem, but the 
measures themselves signal how narrow the Government's policy choices 
have become. 


Budgetary restraint is also necessary. Despite a heavy tax burden and 
the success in curtailing government food subsidies, recurrent budget 
expenditures substantially exceed revenues. Inflationary deficits and 
cutbacks in development programs have been the result. Success in 
reducing the deficit will, in all likelihood, determine Zimbabwe's 
eligibility to resume drawing on external resources under an 
International Monetary Fund (IMF) agreement. 


The United States remains one of Zimbabwe's major trading partners and 
aid donors. In calendar 1983, the U.S. imported $61 million in goods 
from Zimbabwe, while it exported $97 million in goods to Zimbabwe. 
USAID assistance to Zimbabwe in 1983 totalled roughly $60 million, 
including $37 million in a commodity import program. This program is 
reflected in the U.S. export figure. Despite strong competition from 





South African and European competitors, the U.S., in 1983, ranked 
third worldwide as a source of Zimbabwe's imports. Acceptance of U.S. 
products remains strong in spite of the high U.S. dollar exchange 
rate. However, Zimbabwe's balance of payment deficit and a reduction 
in the USAID program will limit trade opportunities in 1984. The 
Embassy's list of best trade prospects includes: transport equipment, 
computers and peripherals, food processing and packaging equipment, 
and general industrial machinery. 


Both Zimbabwe's policy of "socialist transformation," and the drought- 
induced local recession are affecting prospects for foreign 
investment. Government policy remains ambiguous. It welcomes new 
investments but manages the economy through controls which diminish 
the private sector's decision-making autonomy and corporate 
profitability. However, opportunities remain. Numerous existing 
firms need new equipment and marketing assistance in order to expand 
into exports, and new regional arrangements offer the prospect of 
favorable tariff treatment for goods produced in Zimbabwe. 


Zimbabwe has weathered three consecutive bad years with its basic 
infrastructure intact. The stress will continue in 1984. To insure 
recovery, both the Government and business need to adopt a strategy of 
“survival management" wherein the Government emphasizes policies to 
promote investment and growth by the private sector. A clearer 
endorsement by the Government of the role of private enterprise under 
its program of socialist transformation is critical. 


AGRICULTURE 


Overall agricultural production in 1983 declined by about 15 percent. 
Maize deliveries of 600,000 tons represented less than half of 
Zimbabwe's annual demand, but carryover stocks and imports carried the 
country until the 1984 harvest. Wheat imports were also necessary. 
The production of 125,000 tons met only half of the estimated domestic 
consumption. Tobacco and cotton production, which rose despite the 
drought, generated foreign exchange earnings of approximately $183 
million and $83 million respectively. 


Again in the 1983-84 crop year, poor rains burdened a struggling farm 
sector. Estimates place the 1984 maize harvest at 1.3 million tons, 
with 800,000 tons being delivered for marketing. About 250,000 tons 
will need to be imported, thus making Zimbabwe a net food importer 
for the first time in many years. Tobacco, soybeans and cotton are 
expected to achieve record levels. Beginning in late 1984, EEC 
veterinary approval for beef exports to Europe under the Lome accord 
should give a boost to beef ranching. Despite these bright spots, the 
financial condition of the farming community is poor. Short term farm 
debt to banks is estimated to exceed $198 million. The parastatal 
Agricultural Finance Corporation has rescheduled $53 million of its 
loans, but significant new lending will be needed to plant the 1984-85 
crops. Fertilizer prices were hiked 42 percent in April. A GOZ 
decision to raise producer prices for maize to $178 per ton in 1985 





will help maize farmers, presuming input costs do not rise excessively 
over the next few months. However, a return to normal rainfall is the 
key to farmers’ continued viability. 


MINING 


Mineral production in 1983 totaled $466 million, an increase of 23 
percent over 1982. This rise in value can be attributed mainly to 
improved prices. However, the industry's volume index dropped three 
percent, making the seventh straight year it has declined. Statistics 
for the first quarter of 1984 show increases in both value and volume 
indices compared with the first quarter of 1983. Mineral stockpiles 
have been whittled down for all major minerals except asbestos. 
Despite firmer prices, mining remains financially troubled. The cost 
of inputs, mainly power and labor, has risen faster than product 
prices. Zimbabwe's mining industry suffers in the short term from 
inefficient machinery, labor, rising transport costs, and a decline in 
new exploration. Unless operating efficiencies improve, a growing 


percentage of the industry risks becoming financially dependent on the 
state. 


MANUFACTURING 


During 1983, manufacturing production fell nearly two and one-half 
percent. Leading the decline were wood and furniture, textiles, 
clothing and footwear, and transport equipment. Foodstuffs, chemical 
and petroleum products and metals and metal products were the only 
subsectors showing growth over the equivalent 1982 period. Short term 
prospects remain poor due to continuing weakness in consumer demand. 
There has been modest improvement among export-oriented industry, but 
growth in the economy will depend on a revival of the domestic sales 
base. 


The inauguration of trade under the Preferential Trade Agreement for 
Eastern and Southern Africa (PTA) on July 1, 1984, paves the way for 
expanded commerce among the 14 PTA member states. Import tariffs on 
over 200 items originating within the PTA area are reduced 10 to 70 
percent, a move which, in theory, benefits Zimbabwe. However, the 
shortage of foreign currency in most member nations, and the balance 
of payment constraints faced by all of them, could limit PTA members' 
willingness to trade for soft currencies within the group. Members of 
the PTA include Burundi, the Comoros, Djibouti, Ethiopia, Kenya, 
Lesotho, Malawi, Mauritius, Rwanda, Somalia, Swaziland, Uganda, Zambia 
and Zimbabwe. Six others--Angola, Botswana, Madagascar, Mozambique, 
Seychelles and Tanzania--are eligible to join the PTA but have not yet 
done so. 





RETAIL TRADE, CONSTRUCTION AND TOURISM 


Reflecting the general weakness in the 1983 economy, retail trade, 
construction and tourism experienced their worst recession since 
independence. Consumer demand declined, with the only exceptions 
being in food, drink and tobacco. Stagnant conditions are likely to 
continue until disposable income at all socio-economic levels is 
replenished by a good agricultural harvest. This cannot be expected 
before May-June 1985. 


Work done by private sector building contractors through November 1983 
was valued at $222 million compared with $244 million in the 
equivalent period in 1982. More significantly, the value of new 
building plans that were approved fell from $203 million in 1982 to 
$103 million in 1983. As work prospects declined, emigration by 
skilled laborers increased and threatened weaker firms with 
liquidation. The industry also faced escalating costs as the building 
materials price index increased more than 17 percent in 1983. 


Tourism in 1983 declined 15 percent, as 298,000 foreigners visited 
Zimbabwe compared with 351,000 in 1982. Hotel occupancy rates 

averaged about 36 percent in Harare and 30 percent in smaller cities. 
As a result, several hotels, including two at Victoria Falls and two 

in Harare, either closed or were offered for sale during the year. 
Official figures show an upturn in the number of foreign visitors in 
1984, but so far the increases have not improved hotel occupancy rates. 


ENERGY 


Coal and hydro-power are Zimbabwe's only indigenous energy sources. 
Refined petroleum products and electricity accounted for 21 percent of 
all imports through the first ten months of 1983. The Government has 
adopted a policy to minimize dependency on energy imports. Elements 
of the policy include the construction of a 920 MW thermal power 
Station at Hwange to utilize abundant domestic coal resources, 
electrification of railways, and the use of gasahol for automobiles. 
Two units representing 240 MW of the 480 MW Stage 1 Hwange Power 
Station were completed in late 1983. However, a boiler explosion 
during run-in tests in March, 1984 will delay final commissioning of 
the power plant by a year or more. In October, 1983, Zimbabwe began 
service on a 380-kilometer section of electrified track between Harare 
and Dabuka in Central Zimbabwe. Ethanol, used for gasoline blending, 
is produced from extensive sugar estates in Zimbabwe's lowveldt. To 
increase the alcohol content of its blended gasoline, Zimbabwe is 
studying the feasibility of expanding this ethanol production. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


Zimbabwe's major trading partners in 1983 were, in order, South 
Africa, the U.K., the United States, and West Germany. In 1983, the 
country's visible trade showed a $84 surplus, with exports 





totaling $1,154 million and imports $1,070 million. However, a 
deficit of over $495 million in the invisibles account resulted in a 
current account deficit of approximately $455 million. Net foreign 
exchange reserves at the end of 1983 stood at minus $160 million. 
Partially as a result of persistent balance of payments deficits, 
foreign exchange is strictly rationed to importers. In March, 1984, 
the government suspended foreign remittances of dividends and profits 
for a period of at least twelve months. Foreign exchange constraints 
can be expected to burden the Zimbabwean economy for several years. 


BUDGET, MONEY SUPPLY & INFLATION 


In the fiscal year ending June 30, 1984, Zimbabwe's net budgetary 
deficit was $623 million on totel spending of $2,600 million. Budget 
proposals for the fiscal year beginning July 1, 1984, which call for 
total spending of $2,783 million on revenues of $2,141, leave 

budget deficit of $642 million. After accounting for government debt 
repayments and loans to various parastatal bodies, estimated qovernment 
borrowing rises to $749 million. Although the 1984-85 deficit 
represents a nominal increase of two percent over the previous year, 
it reflects an extraordinary $323 million appropriation to 

facilitate the recycling of certain blocked funds that are expected to 
leave the banking sector to be invested in government securities. 


A fundamental weakness in the 1984-85 budget is the imbalance between 
recurrent expenditure and revenues. Recurrent expenditures represent 
83 percent of the new budget, and revenues only 76 percent. Contrary 
to the Government's desire to borrow only_for_ capital development 
purposes, borrowing is also presently needed for recurrent 
expenditures. The Government's Public Sector Investment Program (PSIF) 
has been scaled back 8 percent in the newest budget and some 42 

percent from the original levels forecast in the Three Year 

Development Plan of 1982. 


In short, the rapid expansion of government social services following 
independence has yielded an imbalance in the ratio of consumption to 
investment in the budget and in the economy at large. The 1984-85 
budget identifies this problem and cuts a number of ministerial 
appropriations. At 46 percent of GNP, however, budget expenditures 
remain a sizable burden on the economy. 


Money supply figures for M2 (notes, coins in circulation, demand 
deposits, and commercial saving and fixed deposits with less than 
30-day maturities) indicate that Zimbabwe's money supply grew by 2.5 
percent in 1983. Statistics for the first quarter of 1984 show M2 
declining by 6 percent since the beginning of the year. It is 
expected, however, that government actions taken in March, 1984, to 
stem outflows of foreign exchange will lead to an increase in the 
money supply beginning in the second quarter of 1984. 


In 1983, the December-to-December increase in the Consumer Price Index 
as 24 percent. Figures for May, 1984, show an increase of about 20 
percent over May of 1983. Inflation in 1984 is forecast at about 18 


percent, andthe Government expects a rate of 15 percent in 1985. 





KEY POLICIES: IMPLEMENTING MUGABE'S SOCIALISM 


The white settlers who founded Rhodesia nearly a century ago laid the 
basis for a modern, productive nation. By 1980 their descendants had 
created a diversified economy, with a sound, European-run 
infrastructure that produced most of the wealth in what otherwise 
remained a Third World developing country. The African majority 
earned its livelihood through either subsistence farming in the rural 
areas or unskilled jobs on the commerical farms or in factories and 
mines. By the late 1970's, this had resulted in a dualistic economy 
with 5 percent of the population managing productive output and 
earning 63 percent of the income. 


Zimbabwe's current leadership attained power with a commitment to 
redress this imbalance. The policies of Prime Minister Mugabe are 
intended to provide higher incomes and better services for the African 
majority, while maintaining an economy capable of generating resources 
for development. The Government's economic targets include 
employment-generating growth, a more equitable distribution of land 
and income, greater state participation in industry, and expanded 


social services, particularly education and health, for the African 
majority. 


The Government's program is set forth in two documents: Growth with 
Equity published in February, 1981, and the Three Year Transitional 
Plan- Pian=1982/83- 1984/85 issued in November, 1982. A third important 


document, Foreign Investment, Policy, Guidelines and Procedures, issued 
in September, 1982, sets forth policy and protections for the benefit 
of foreign investors. 


A three-year drought, which decreased the harvests of 1982-84, 
undermined the growth targets in the Transitional Plan. Real GNP has 
dropped by nearly 11 percent since 1981 and an additional decline of 
perhaps two percent is probable in 1984. Instead of generating 
employment, the economy has shed about 30,000 workers since mid-1982, 
while some 100,000 job-seekers enter the labor market annually. Such 
figures underscore the need for new foreign and domestic investment if 
income and employment goals are to be met. 


Land tenure remains a central political issue. Roughly half of 
Zimbabwe's arable land is devoted to large scale commercial farms or 
ranches which are owned almost entirely by white Zimbabweans or 
agrobusinesses. The remainder, generally of inferior quality, are 
devoted to small-scale or communal farming. To redress the land 
tenure imbalance, the Government has offered to acquire commercial 
farmland on a willing buyer-willing seller basis for redistribution to 
Africans. To date, the Government has purchased 2.8 million hectares 
and has offers pending for another million hectares, but lacks 
resources with which to acquire and develop more land for 
resettlement. As of mid-1984, some 33,000 families out of a target of 
162,000 families have been resettled under a variety of experimental 


models, including smallholder, cooperative, collective, and extensive 
farming schemes. 





Income disparities were addressed soon after independence through the 
establishment of a minimum wage. The Government raised wages 23 
percent in 1981 and granted a second raise of 10 percent for farm and 
domestic workers in 1983. Following the increase in consumer prices 
for maize and other staple foods in July, 1984, a flat raise of $10 
per month was mandated for all workers earning $297 per month or less. 


Salaries for employees earning in excess of $19,800 remain capped. To 
reduce the disparity between government and private sector salaries, 
the Government ,in early 1984,granted a five percent wage increase to 
civil servants and a 15 percent increase to professional and technical 
employees in government service. However, the outflux of skilled 
workers to the private sector continues. 


ROLE OF THE PRIVATE SECTOR 


Because a majority of Zimbabwe's mining and manufacturing firms are 
controlled by foreign interests, the Government is publicly committed 
to enlarging its stake in the country's productive assets. However, 
nationalization of private interests has been publicly rejected as 
government policy. The Government has instead purchased shares in a 
number of leading companies and entered into joint ventures with 
private sector investors in others. It owns a controlling interest in 
a large pharmaceutical company and in two commercial banks. In early 
1983, the Government acquired a 40 percent share in the Wankie 
Colliery which enabled the firm to finance a $99 million coal mine 
expansion program. Later in 1983, it became a minority shareholder in 
a food processing venture with the U.S.-based H.J. Heinz Company, and 
bought a 50 percent equity interest in the Harare Holiday Inn. The 
Government is supporting a proposed $198 million investment in the 
Zimbabwe Iron and Steel Company (ZISCO) in which government's equity 
will rise to 70 percent or more. In June, 1984, the Government 
acquired the debt-ridden Lancashire Steel, a major wire rod producer. 


The Government controls international sales of Zimbabwe's minerals 
through the Mineral Marketing Corporation, established in 1982. 
Through creation of the National Oil Company of Zimbabwe (NOCZIM) in 
1983, it assumed control over petroleum importation, but left retail 
distribution in private hands. Also in 1983, the Government founded 
the Mineral Development Corporation to promote new mining ventures. 

In 1984, it established a position in reinsurance through the creation 
of the Zimbabwe Reinsurance Corporation. A new venture, the Zimbabwe 
Development Bank will begin operations in September, 1984. 


Despite the participation of the Government in various enterprises, 
the private sector remains the engine of Zimbabwe's economy. Even in 
firms it controls, the Government has left private management in 
Place. State participation in key sectors of the economy is expected 
to expand gradually in years ahead. 
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COMMERCIAL IMPLICATIONS FOR U.S. FIRMS 


Total two way U.S.-Zimbabwe trade in 1983 was $167 million, with 
Zimbabwe exports to the U.S. equalling $68 million and imports from 
the U.S. $99 million. Major exports to the U.S. were sugar, minerals, 
handicrafts and clothing. Imports from the U.S. included heavy 
earthmoving equipment, cotton ginning and food and data processing 
equipment, industrial raw materials, and spares. 


Union Carbide is the largest U.S. investor. Other U.S. firms include 
Johnson & Johnson, the Minnesota Mining and Manufacturing Company 
(3M), Colgate-Palmolive, Mobil, Caltex and the American International 
Group. Johnson & Johnson and 3M are currently expanding their local 
operations. The largest American investment in Zimbabwe since 


independence was a joint venture between the H.J. Heinz Company and 
the Zimbabwe Government in 1982. 


Zimbabwe's recession and the shortage of foreign exchange limit 
current trade and investment opportunities. However, Air Zimbabwe 
must soon replace its aging fleet with more fuel efficient aircraft. 
A government parastatal, the Cold Storage Commission, plans, a $99 
million program to upgrade its beef handling capabilities. The 
Zimbabwe Iron and Steel Company (ZISCO) intends to launch a $198 
million modernization program. The common thread in these 
opportunities is Zimbabwe's need to acquire modern equipment. The 
Embassy's best prospect list includes communication, farm, food 
processing, irrigation and transportation equipment, solar energy 
products and energy efficient equipment, and computer technology. 


Zimbabwe's well-developed infrastructure, pleasant living environment, 
and central location in southern Africa make it an attractive site for 
potential investment. The Government welcomes foreign investment in 
its public statements, but offers few incentives. Government criteria 
stipulate that foreign investment should: 


a) bring new and appropriate technology to Zimbabwe; 

b) maximize use of local raw materials; 

c) generate net exports within a reasonable time; 

d) bring new enterprises into the rural economy and be prepared 
to participate with local private investors and/or, where 


necessary, form joint ventures with government; 


transmit managerial, technical and other skills to 
Zimbabweans; and, 


generate additional employment. 
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No requirements on local participation are quantified, though joint 
ventures are encouraged and the government reserves the option to 
participate in new investments of national importance. 


Normally, one half of a foreign-owned company's profits and dividends 
may be remitted abroad less a 20 percent foreign shareholder tax. 
However, on March 27, Zimbabwe's Minister of Finance, Economic 
Planning and Development announced a temporary suspension of 
remittances of profits, dividends and income from Zimbabwe for a 
period of at least 12 months. The suspension applies to all 
investments made in Zimbabwe before September 1, 1979. Investments 
made after that date are exempt from the restrictions. 


Potential investors may wish to consider the long range investment and 
franchise opportunities offered by Zimbabwe's membership in the 
Southern African Development Coordination Council (SADCC) and the 
Preferential Trade Agreement for Eastern and Southern Africa (PTA). 
Both initiatives are intended to expand trade and development 
opportunities among member states. 


Investors and exporters with an interest in Zimbabwe are well advised 
to take a long term view. While current foreign exchange difficulties 
and economic doldrums restrict both sales and investment opportunities 
for American business, many West European and other third country 
firms are now active in Zimbabwe. U.S. firms that choose to wait for 
an improvement in Zimbabwe's economic climate could find themselves 


competitively disadvantaged with the better qualified local agents 
and/or prospective partners committed to European or Asian firms. 


A visit, including direct talks with potential customers and 
prospective distributors, is the most effective means of gathering 
market intelligence. Country-wide trade events such as the Zimbabwe 
International Trade Fair, held annually in late April/early May in 
Bulawayo, or the Annual Harare Show in late August/early September 
offer excellent opportunities to meet Zimbabwean businessmen, review 
competitive activity, and test market receptivity to new product 
offerings. The United States has participated officially in the 


Bulawayo Trade Fair for the past four years and plans to do so again 
in 1985. 


Further, the U.S. Department of Commerce has a Foreign Commercial 
Service, which can aid U.S. investors in Zimbabwe. 











